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KEY HIGHLIGHTS

= The analysis is focused on the efficiency and profitability of 17 economic sectors,
generating a total profit of BGN 18,9 billion in 2019

» In 2019 the highest profit recorded the “Wholesale and retail trade; repair of motor
vehicles and motorcycles” sector (BGN 4,64 billion), ,Manufacturing® sector (BGN 3,77
billion) and "Professional, scientific and technical activities" sector (BGN 2,42 billion)

» |n 2019 the net profit of the banking sector was at the amount of BGN 1,675 billion,
as it dropped by 51,4% to BGN 814,6 million in 2020

= Atthe end of 2019, 25 banks and foreign banks branches with over 3 400 offices
in the country operated in Bulgaria

» |n 2019 the banking sector with 28 thousand employees ranked fourth with the
lowest number of employed compared to other sectors included in the analysis

» |n terms of assets the banking sector (BGN 114 billion) was the biggest, as the
difference with the second one — the “Wholesale and retail trade” sector (BGN 74 billion)
—was BGN 40 billion at the end of 2019

» The banking system was with the second lowest level of return on assets (ROA)
in 2019, as well as in 2018. Due to the tight regulations, low interest rates and steadily
shrinking margins, banks face the challenge of managing their costs more efficiently by
implementing high-tech and digital solutions or by pursuing consolidation

* In 2019 the ,Information and communication” sector (21,9%) had the highest level
of ROE. The return on equity (ROE) of the banks was close to the average number
calculated for the 17 sectors covered in the analysis

= The sectoral comparison in the analysis does not cover the influence of COVID-
19 pandemic due to the lack of data for 2020 (except the data for the banking sector)
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|. Introductory information

The object of the analysis are 17 economic sectors in which over 420 thousand enterprises,
with more than 2,21 million employees, generating total profit of BGN 18,9 billion in 2019
operate.

Annual data for the non-financial corporations from the National Statistical Institute (NSI), the
Classification of the economic activities (KID-2008) by sectors and the statistics of the Bulgarian
National Bank (BNB) for the banking sector are used in the publication. The 17 economic
sectors, according to KID-2008, that are analyzed in the publication, are shown in the table
below?:

Economic sectors, according to KID-2008
Name of the position
AGRICULTURE, FORESTRY AND FISHING
MINING AND QUARRYING
MANUFACTURING
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY
WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND REMEDIATION ACTIVITIES
CONSTRUCTION
WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND MOTORCYCLES
TRANSPORTATION AND STORAGE
ACCOMMODATION AND FOOD SERVICE ACTIVITIES
INFORMATION AND COMMUNICATION
REAL ESTATE ACTIVITIES
PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES
ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES
EDUCATION
HUMAN HEALTH AND SOCIAL WORK ACTIVITIES
ARTS, ENTERTAINMENT AND RECREATION
OTHER SERVICE ACTIVITIES

0
=}
Q.
(1)

wiolvIZIZ|IC|—|T|T|IOo|MmMO|O|m| >

Source: NSI

The sectors “Financial and insurance activities” (K), “Public administration and defence;
Compulsory social security” (O), “Activities of households as employers; Undifferentiated goods
and services producing activities of households for own use” (T) and “Activities of extraterritorial
organisations and bodies” (U), according to KID-2008, are not included in the analysis.

Only the credit institutions are in the scope of the banking sector, the data for which is published
by the Banking Supervision Department of the BNB as they are available on the BNB Internet

1 A short description of the economic sectors is included as an appendix on pp.20-22.
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site. In the sectoral comparison the influence of COVID-19 pandemic is not analyzed due to the
lack of data for 2020 (except for the banking sector).?

The data showed that in 2019 the largest profits were realized by the sectors "Wholesale and
retail trade” (BGN 4,64 billion), "Manufacturing” (BGN 3,77 billion) and "Professional, scientific
and technical activities" (BGN 2,42 billion). In 2019 the net profit of the banking sector amounted
to BGN 1,675 billion, but it decreased by 51,4% to BGN 814,6 million in 2020.

The largest profit growth was realized by the sectors “Electricity, gas, steam and air conditioning
supply” (+183,2%) and "Information and communication” (+51,1%) in 2019 compared to 2018.

The banking system had the second lowest level of return on assets (ROA) in 2019, as well as
in 2018.

In 2019 the return on equity (ROE) of the banks was approximately the same as the average
level of the analyzed sectors. In 2019 the highest ROE was in the "Information and
communication” sector — 21.,9%.

The banking sector, where over 28 000 people are employed, was the fourth with the lowest
number of employees compared to the other sectors at the end of 2019, despite the fact that in
terms of assets, the banking sector is the largest one.

At the end of 2019 the tax expenses related to the profit or loss from current activities of the
banking sector amounted to 6,1% of the total budget revenues from corporate taxes.

The analysis compares the average profit of the banks with the profit of the 10 largest
companies in Bulgaria at the sectoral level, based on their profits for 2019.

2 According to the NSI release calendar, the final data for 2020 regarding the activities of non-financial corporations by sectors
is foreseen to be published on the 30" of November 2021.
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ll. The banks and other economic sectors in Bulgaria

Number of enterprises in the analyzed sectors

In the National Statistical Institute (NSI) a total number of 419 681 non-financial corporations
filed annual reports for their activities in 2019. Their number grew by 1,5% compared to 2018,
when they were 413 535. Definitely, the majority of the registered companies have no activity
or it is negligibly small, as many studies show.

The highest number of companies was registered in the “Wholesale and retail trade; repair of
motor vehicles and motorcycles” sector — 143 555, compared to 142 938 in the previous year,
indicating an increase by 0,4%.

The second place was taken by the "Professional, scientific and technical activities" sector with
24 019 enterprises, as in 2019 their number rose by 7% on an annual basis. This sector
includes accounting, auditing, legal services, consulting, architecture, engineering and
technical activities, research and development and others.

The number of companies from “Manufacturing” sector, was third, dropping by 0,9% in 2019 to
31 601 from 31 874 in 2018r.

In comparison, at the end of 2019 in Bulgaria 25 banks and foreign bank branches, with 3 420
offices in the country operated, according to the ECB data. The lowest number of enterprises
was in ,Mining and quarrying“ sector (343 entities) and “Water supply; sewerage, waste
management and remediation activities” sector (843 entities in 2019).

Number of enterprises in 2018 Number of enterprises in 2019
‘WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR 'WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
" |
'VEHICLES AND MOTORCYCLES 'VEHICLES AND MOTORCYCLES
PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES I PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES
MANUFACTURING [ MANUFACTURING
ACCOMMODATION AND FOOD SERVICE ACTIVITIES [N ACCOMMODATION AND FOOD SERVICE ACTIVITIES
REAL ESTATE ACTIVITIES [N REAL ESTATE ACTIVITIES

TRANSPORTATION AND STORAGE [N OTHER SERVICE ACTVITIES

OTHER SERVICE ACTIVITIES [ TRANSPORTATION AND STORAGE
CONSTRUCTION [ CONSTRUCTION
AGRICULTURE, FORESTRY AND AISHING [ AGRICULTURE, FORESTRY AND FISHING

INFORMATION AND COMMUNICATION [ INFORMATION AND COMMUNICATION

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [N HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES [N ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

ARTS, ENTERTAINMENT AND RECREATION [l ARTS, ENTERTAINMENT AND RECREATION
EDUCATION § EDUCATION

ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY | ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY

WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND

‘WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND |
REMEDIATION ACTIVITIES

REMEDIATION ACTIVITIES

MINING AND QUARRYING MINING AND QUARRYING
0 30000 60000 90000 120000 150000 0 30000 60000 90000 120000

Source: NSI, BNB, own calculations

150 000
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Number of employed in the analyzed sectors

In 2019 in the 17 economic sectors, analyzed here, 2 210 488 people were employed.
Compared to 2018 the number of employees increased by 0,1% to 2 208 432.

The highest number of employees was in the “Manufacturing” sector — 529 865, as it was by
2,7% less compared to 2018. "Wholesale and retail trade" sector was the next one in terms of
employees as the number of employees rose by 0,6% on an annual basis to 498 045. The third
one was “Transportation and storage” sector with 166 676 employed at the end of 2019, which
was by 0,1% less compared to the previous year. The sectors “Construction” and
»<Accommodation and food service activities” are included in the top 5 with 149 229 (+3,2%) and
140 879 (+1,2%) employed, respectively.

At the end of 2019, the number of employed in the banking sector was 28 238, as there was a
decrease by 11,2% in comparison with 2018, when they were 31 786. The banking sector was
fourth in terms of the lowest number of employees in comparison with the other sectors covered
in the analysis. In 2018 it ranked fifth.

At the end of 2019, the sectors with the lowest number of employees were “Education” (12 384),
,Mining and quarrying® (19 022), ,Arts, entertainment and recreation® (26 795).

Number of employed in 2018 Number of employed in 2019

MANUFACTURING I

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES

MANUFACTURING
WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES
AND MOTORCYCLES

TRANSPORTATION AND STORAGE TRANSPORTATION AND STORAGE

CONSTRUCTION CONSTRUCTION

ACCOMMODATION AND FOOD SERVICE ACTIVITIES ACCOMMODATION AND FOOD SERVICE ACTIVITIES

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES INFORMATION AND COMMUNICATION

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

INFORMATION AND COMMUNICATION HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

AGRICULTURE, FORESTRY AND FISHING AGRICULTURE, FORESTRY AND FISHING

REAL ESTATE ACTIVITIES [ OTHER SERVICE ACTIVITIES [l
OTHER SERVICE ACTIVITIES [l REAL ESTATE ACTIVITIES [l
'WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND 'WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND -
REMEDIATION ACTIVITIES. - REMEDIATION ACTIVITIES
Credit Institutions [l 31,786 ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [l
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [l Credit Institutions |l 28,238
ARTS, ENTERTAINMENT AND RECREATION [l ARTS, ENTERTAINMENT AND RECREATION Il
MINING AND QUARRYING 1l MINING AND QUARRYING [l
EDUCATION I EDUCATION I

0 50 100 150 200 250 300 350 400 450 500 550
thousands

0 50 100 150 200 250 300 350 400 450 500 550
thousands

Source: NSI, BNB, own calculations
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Total assets of the analyzed sectors

At the end of 2019, the total assets of the analyzed sectors were at the amount of BGN 371,7
billion, indicating an increase by 7,8% compared to 2018.

The assets of the banks rose by 8,2% on an annual basis to BGN 114,2 billion. If they are
added to the sum of the assets of the other 17 sectors, the total amount would rise to BGN
485,9 billion. In 2020 the assets of the banks grew by 8,6% to BGN 124 billion.

At the end of 2019 the share of the assets of the banking sector was the highest (15,2%), as
the "Wholesale and retail trade" sector was second with a share of 14,3%, or about BGN 74
billion in absolute terms.

The assets of the “Manufacturing” sector were at the amount of BGN 69,7 billion (9,5% share).
The “Real estate activities” sector was next, with BGN 46,4 billion in terms of assets (share of
6,5%) and “Electricity, gas, steam and air conditioning supply” sector with BGN 31,6 billion in
terms of assets (share of 5,7%). The Top 5 was complemented by “Transportation” sector with
BGN 28 billion in assets (share of 5,7%.

The five sectors with the biggest asset share after the banking sector form a total share of
41,9% of the total assets at the end of 2019, compared to a share of 38,6% in 2018. In
comparison with the previous year, when the banking sector was also first in terms of assets,
the share of the banks increased to 14,2% from 15,2%.

Total assets as of the end of 2018 Total assets as of the end of 2019

Credit Institutions Credit Institutions

'WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR

ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY
VEHICLES AND MOTORCYCLES

MANUFACTURING MANUFACTURING

REAL ESTATE ACTIVITIES REAL ESTATE ACTIVITIES

'WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND

REMEDIATION ACTIVITIES ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY

TRANSPORTATION AND STORAGE TRANSPORTATION AND STORAGE

CONSTRUCTION CONSTRUCTION

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES

AGRICULTURE, FORESTRY AND FISHING AGRICULTURE, FORESTRY AND FISHING

INFORMATION AND COMMUNICATION INFORMATION AND COMMUNICATION

ACCOMMODATION AND FOOD SERVICE ACTIVITIES ACCOMMODATION AND FOOD SERVICE ACTIVITIES

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

MINING AND QUARRYING MINING AND QUARRYING

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

ARTS, ENTERTAINMENT AND RECREATION ARTS, ENTERTAINMENT AND RECREATION

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES

WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES

OTHER SERVICE ACTIVITIES

OTHER SERVICE ACTIVITIES

EDUCATION EDUCATION

100 120 80 100 120
bin. BGN bin. BGN

=}
8]
=}
N
=)
=}
=}
0
o
o
N
o
S
s}
@
=}

Source: NSI, BNB, own calculations
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Share of the assets to GDP by sectors

In terms of the assets/GDP ratio, the banking sector is the biggest. At the end of 2019, the
share of the assets of the banking sector to the GDP in Bulgaria was 95,4%, increasing to
104,6% at the end of 2020.

The difference between the share of banking sector’s assets to the GDP with the biggest non-
financial sector in terms of assets — "Wholesale and retail trade" sector — was 33,6 percentage
points with assets/GDP ratio of 61,8% at the end of 2019.

Assets/GDP dynamics of selected sectors
120%

110%
100% \/\ -
90%
80%
70%
60%
50%
40% gm— —
30% e
20%
10%
0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
e BANKING SECTOR
WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND MOTORCYCLES
MANUFACTURING
CONSTRUCTION
e E| ECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY
e REAL ESTATE ACTIVITIES

Source: NSI, BNB, own calculations
Profit by sectors

At the end of 2019, the 17 economic sectors analyzed here generate production at the amount
of BGN 194,5 billion, according to the preliminary data of the NSI. The positive financial result
was at the amount of BGN 18,89 billion, which was an increase by 13,3% year-on-year.

In 2019 the banking sector recorded net profit of BGN 1,675 billion, indicating a decrease by
0,2% on an annual basis to BGN 1,678 billion in 2018.

In 2020 the net profit of the banking system dropped by 51,4% to BGN 814,6 million. A
comparison of the profits by sectors for 2020 could not be done as the data for the non-financial
corporation’s activities in 2020 has not been published yet.

9
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Whether the profit of the banking system was added to the profit of the 17 sectors in 2019 the
total profit of the economic sectors would amount to BGN 20,57 billion.

In 2019 the highest profit recorded "Wholesale and retail trade" sector (BGN 4,64 billion),
~,Manufacturing“ (BGN 3,77 billion) and ,Professional, scientific and technical activities“ (BGN
2,42 billion). The increases compared to 2018 were, respectively by — 8,4%, 9,3% and 36,7%.

The three sectors with the highest profits in 2019 recorded BGN 10,83 billion of profits, as the
profit of the banks was approximately 6,5 times lower than it. In comparison with the profit of
the "Wholesale and retail trade" sector, the banking sector’s profit was approximately 3 times
lower and 2 times lower compared to the profit of the “Manufacturing” sector.

In 2019 the “Information and communication” sector recorded similar profit to that of the banking
sector — BGN 1,6 billion, which was an increase by 51,5% on an annual basis. In 2018 this
sector recorded the third highest profit growth (+39%) after the sectors “Administrative and
support service activities” (+112,3%) and “Real estate activities” (+102,4%).

Except the banking sector, six other sectors recorded a profit drop in 2019: ,Mining and
quarrying® (-68,5%), “Real estate activities” (-45%), ,Accommodation and food service
activities” (-20,8%), ,Agriculture, forestry and fishing“ (-10,6%), ,Other service activities” (-8,3%)
and ,Arts, entertainment and recreation® (-3,1%).

In 2019 all sectors analyzed here realized profits, which happened for a third consecutive year.
In 2016 only the “Real estate activities” sector” recorded a loss and in 2015 as the other two
sectors recording losses were “Real estate activities” and “Administrative and support service
activities”.

Profit in 2018

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES

MANUFACTURING

4,28

— 3,45

Profit in 2019

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES.

MANUFACTURING

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES

I 4,64

—— 3,77
I 2,42

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES I 1,77

credit institutions NN 1,03 Credit Institutions NN 1,67

REAL ESTATE ACTIVITIES [N 1,07 INFORMATION AND COMMUNICATION [ 1,59

INFORMATION AND COMMUNICATION N 1,05 CONSTRUCTION N 1,30

AGRICULTURE, FORESTRY AND FISHING [N 0,99 TRANSPORTATION AND STORAGE [N 1,03
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY

— 01
. 0,89

CONSTRUCTION [N 0,94

TRANSPORTATION AND STORAGE [N 0,92 AGRICULTURE, FORESTRY AND FISHING

ARTS, ENTERTAINMENT AND RECREATION [ 0,42 REAL ESTATEACTIVITIES [N 0,59

MINING AND QUARRYING [l 0,37 ARTS, ENTERTAINMENT AND RECREATION I 0,41

/ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES [l 0,33 /ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES [l 0,40

ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [l 0,32 HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [l 0,36

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [l 0,27 /ACCOMMODATION AND FOOD SERVICE ACTIVITIES [l 0,20

ACCOMMODATION AND FOOD SERVICE ACTIVITIES [l 0,25 WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND |y 4
’ REMEDIATION ACTIVITIES 4

WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND oy ) | ¢ MINNG AND QuARRYNG | 0,12
REMEDIATION ACTIVITIES ' a )

OTHER SERVICE ACTVITIES [l 0,10 OTHER SERVICE ACTIVITIES || 0,09

EDUCATION | 0,02 EDUCATION | 0,03

00 05 1,0 15 20 25 30 35 40 45 50
bin. BGN

00 05 1,0 15 20 25 30 35 40 45
bin. BGN

Source: NSI, BNB, own calculations
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In 2019 the highest profit increase was recorded by the “Electricity, gas, steam and air
conditioning supply” sector — by 183,2% on an annual basis to BGN 907 million from BGN 320,3
million a year ago. The “Information and communication” sector registered the second highest

increase of the profit — by 51,1% on an annual basis to BGN 1,59 billion from BGN 1,05 billion

a year earlier.
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Change of the profit in 2019 compared to 2018 by economic sectors
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Source: NSI, BNB, own calculations
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Share of the profit by sectors to the total profit of the analyzed economic
sectors

In 2019 three sectors — "Wholesale and retail trade”, “Manufacturing” and ,Professional,
scientific and technical activities” — generated more than the half of the total profit of the
economic sectors covered in the analysis (52,6% compared to 51,6% in 2018). The rest 14
sectors (without the banks) formed 39,2% of the total profit.

In 2019 the share of the profit of the banks decreased to 8,1% from 9,1% in 2018. The banking
sector remained fourth in terms of the share of the profit by sectors to the total profit of the
analyzed sectors in 2018 as well as in 2019.

From the first three sectors in terms of the profit share, the share of the profit of the "Wholesale
and retail trade" sector declined to 22,6% in 2019 from 23,3% in 2018. The share of the profit
of the “Manufacturing” sector dropped to 18,3% from 18,7%, while in 2019 the share of the
profit of the ,Professional, scientific and technical activities” sector increased to 11,8%
compared to 9,6% in 2018.

In 2019 the “Information and communication” sector increased its profit share to 7,7% from
5,7% in 2018.

In 2019 the “Construction” sector increased its profit share to 6,3% from 5,1% in 2018.
The share of the “Transportation” sector remained unchanged at 5%.

Share of the profit by sectors to the total profit in Share of the profit by sectors to the total profitin
2018 2019
WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
e Ty I 23,3% e o et R 22,6%
manuracTurinG [ 18,7% MANUFACTURING [ 18,3%
PROFESSIONAL, SIENTIFIC AND TECHNICAL ACTIVITIES [N 9,6% PROFESSIONAL, SCIENTIFIC AND TECHNICAL AcTiviTiEs [ 11,8%
credit insticutions N ©,1% Credit Institutions NN S,1%

REAL ESTATEACTIVITIES [N 5,8% INFORMATION AND coMMUNICATION [ 7,7%
INFORMATION AND cOMMUNIcaTIoN [N 5,7% consTRucTiON [N 6,3%
AGRICULTURE, FORESTRY AND AISHING [N 5,4% TRANSPORTATION AND STORAGE [N 5,0%

consTrRucTion [N 5,1% ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [N 4,4%
TRANSPORTATION AND STORAGE N 5,0% AGRICULTURE, FORESTRY AND FisHING [N 4,3%
ARTS, ENTERTAINMENT AND RECREATION [l 2,3% REAL ESTATE ACTIVITIES [ 2,9%
MINING AND QUARRYING [l 2,0% ARTS, ENTERTAINMENT AND RECREATION [l 2,0%
ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES [l 1,8% ADMINISTRATIVE AND SUPPORT SERVICE ACTivITIES [l 1,9%
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING 5UPPLY [l 1,7% HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [l 1,8%
HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [l 1,5% ACCOMMODATION AND FOOD SERVICE ACTIVITIES [l 1,0%
ACCOMMODATION AND FOOD SERVICEACTVITIES [l 1,4% WATER suwn&m‘:ﬁf‘g:’ :;;TI‘ETGEMENTAND N 0,8%
WATER supplvkimﬁﬁ%x:;;gégmsmzmAND B 0s% MinnG anD quarRrviNG T 0,6%
OTHER SERVICE ACTVITIES | 0,6% OTHER SERVICE ACTVITIES | 0,5%
EDUCATION | 0,1% EDUCATION | 0,1%
0% 5% 10% 15% 20% 25% 0% 5% 10% 15% 20% 25%

Source: NSI, BNB, own calculations
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Position of the banks compared to the 10 biggest companies in terms of
profit

The comparison of the banking sector in the context of the size of the economic sectors in
Bulgaria continues with a comparison of the average profit of the banks with the profit of the 10
largest companies in Bulgaria® in terms of their profits in 2019.

In 2019 the average profit for the banking sector with 25 banks and foreign bank branches was
at the amount of BGN 67 million.

If the average profit of the banks is compared to the profits of the 10 biggest non-financial
corporations, in 2019 the highest profit had a company from the “Energy” sector with a profit of
BGN 584,3 million. The second place is taken by a company from the ,Professional, scientific
and technical activities” sector, dealing with consulting and management activities, with a profit
of BGN 427,6 million.

Top 3 was accomplished by a company from “Energy” sector, with activities in the field of
electricity manufacturing with a profit of BGN 324,9 million.

On the fourth place was a company with activities in the field of metals manufacturing with a
profit of BGN 265,8 million. In top 5 entered a company, operating in the field of
telecommunications, with a profit of BGN 196 million.

700 Profit in 2019 (mIn. BGN)

584,3
600

200 427.,6
400 3249
300 265,8
196 189,3
200 1385 1323 123,5
- . . . .
0

LY

sector
Company from "Machinery and
sector

Average profit of a bank l E

manufacturing
equipment" sector

Company from "Metals" sector
gambling

Company from "Energy” sector
Company in the field of electricity

pany from "Tel

Company from "Professional, scientific
and technical activities" sector
Company from "Professional, scientific
and technical activities" sector
Company, trading with metals and ores
Company from "Telecomunications"
Company with activities in the field of

Source: BNB for the banking sector, information from the publication of “Manager” magazine — “The first in
business” (Issue 6, January 2021)

3 The size of the 10 largest companies is in terms of their profits in 2019, and not by the size of their revenues, nor
number of employees, for example.
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Profit tax

In 2019 the revenues from corporate taxes grew by 9,4% on an annual basis to BGN 2,695
billion from BGN 2,465 billion, as the data for the Consolidated Fiscal Programme of the Ministry
of Finance showed.

The tax expenses, related with the profit or loss from continuing operations, of the banking
sector increased by 17,3% on an annual basis to BGN 165,3 million from BGN 140,8 million in
2018, according to the BNB data. Their share in the total revenues from corporate taxes rose
to 6,1% in 2019 from 5,7% a year ago.

Due to the profit drop, in 2020 the tax expenses, related with the profit or loss from continuing
operations, average for the banking system decreased to 47,8% on an annual basis to BGN
86,3 million.

In 2019 the three sectors with the largest share of profit tax to the total revenues from corporate
taxes were "Wholesale and retail trade" with 19,5% (19,7% in 2018), ,Manufacturing“ with
15,8% (15,9% in 2018) and ,Professional, scientific and technical activities® with 9,7% (7,9% in
2018). In absolute terms the amounts were BGN 562,1 million, BGN 261,1 million and BGN
426,2 million, respectively.

Profit tax dynamics in the banking sector Profit tax dynamics in the "Wholesale and retail
180 000 5% trade" sector
160 000 7% 600 000 25%
140 000
6% 500 000 f— 20%
120 000
5% 400 000
100 000 15%
4% 300 000
80000 B 10%
60000 d 200 000
40000 2% 100 000 5%
20000 1% 0 0%
0 0% 2014 2015 2016 2017 2018 2019
2014 2015 2016 2017 2018 2019
' \VHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND
mmmm Tax expenses related to profit or loss from continuing operations MOTORCYCLES

N . N . . Sh: f th fit tax in the total fit t ight axi
== Share of the profit tax in the total profit tax revenues (right axis) are of the profit tax in the total profit tax revenues (right axis)

Source: NSI, BNB, Ministry of Finance, own calculations
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Profitability

In terms of the profitability of the analyzed sectors, the ratio of revenue per employee, return
on assets (ROA) and return on equity (ROE) were analyzed.

Revenue per employee in the analyzed sectors

In 2019 the average revenue per employee for the 17 economic sectors (excluding banks)
totaled BGN 152,7 thousand compared to BGN 142,7 thousand in 2018.

The highest revenue per one employee in all sectors was registered in “Electricity, gas, steam
and air conditioning supply” sector. In 2019 the average revenue per employee in this sector
amounted to BGN 602,3 thousand compared to BGN 569,9 thousand a year earlier.

The “Wholesale and retail trade” sector was next with an average revenue per employee of
BGN 274 thousand compared to BGN 255,2 thousand a year ago.

In the banking sector the average revenue per employee was below the average revenue for
the covered economic sectors. In 2019 the revenue per employee totaled BGN 149,9 thousand
compared to BGN 132,8.

Revenue per employee in 2018 (thousands BGN) Revenue per employee in 2019 (thousands BGN)
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY I 569,88 ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [ e 02, 29
\WHOLESALE AND Rn:;;ngg:;ﬁ,go,; T — 255,19 WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR oy ) )
VEHICLES AND MOTORCYCLES d
REAL ESTATEACTIVITIES N 172,55 ARTS, ENTERTAINMENT AND RECREATION [N 173,38
ARTS, ENTERTAINMENT AND RECREATION N 150,26 REAL ESTATE ACTIVITIES N 165,17
Total (all economic sectors, excluding sectors K, 0, Tand U) [N 142,73 Total (all economic sectors, excluding sectors K, 0, Tand U) [N 152,65
MINING AND QUARRYING [N 138,53 Credit Institutions N 149,27
Credit Institutions NN 132,34 MINING AND QUARRYING N 143,38
MANUFACTURING [N 130,48 MANUFACTURING [N 140,95

AGRICULTURE, FORESTRY AND FISHING [N 120,24 CONSTRUCTION [N 129,97

CONSTRUCTION [N 119,74 AGRICULTURE, FORESTRY AND FISHING [N 125,59

INFORMATION AND COMMUNICATION [N 116,82 INFORMATION AND COMMUNICATION I 122,51

TRANSPORTATION AND STORAGE [N 108,08 TRANSPORTATION AND STORAGE [N 113,87
PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES [N 83,62 PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES [N 91,18
WATER SUPPLY;“ s[ml::flg r‘u’\fgr[:n I\:IIA;;MGEMEN'I AND - 76,71 WATER suPPLY;R imﬁ:ﬁg xv:cs;; l:![II::AG[MENT AND _— 77,43
ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES [l 46,93 ADMINISTRATIVE AND SUPPORT SERVICE ACTVITIES Il 52,08
HUMAN HEALTH AND SOCIAL WORK ACTIVITIES [l 41,68 HUMAN HEALTH AND SOCIAL WORK ACTIVITIES Il 46,00
ACCOMMODATION AND FOOD SERVICEACTIVITIES [l 40,78 ACCOMMODATION AND FOOD SERVICE ACTMTIES [l 43,11
EDUCATION [l 32,89 EDUCATION Bl 33,57
OTHER SERVICE ACTVITIES [l 22,98 OTHER SERVICE ACTVITIES [l 27,09
0 50 100150200 250300 350 400 450 500 550 600 650 0 50 100 150 200 250 300 350 400 450 500 550 600 650

Source: NSI, BNB, own calculations
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Return on assets (ROA)

In 2019 the average return on assets (ROA) for the banking system dropped to 1,47% from
1,6% in 2018. In 2020 ROA decreased even to 0,66%.

In comparison with the covered economic sectors, in 2019 ROA of the banks was 3 times lower
than the average level of the economic sectors, included in the analysis (5,1% npe3 2019).

In 2019 ROA was highest in the “Arts, entertainment and recreation” sector — 12,1%, compared
to 13,2% a year ago. The “Information and communication” sector was next with an increase
of ROA to 10,1% from 8% in 2018. ,Professional, scientific and technical activities“ sector
complemented to the Top 3, as ROA rose to 9,9% from 7,7% a year earlier.

The lowest ROA in 2019 was registered by the “Real estate activities” sector (1,3%) and the
banking sector (1,47%). In 2018 the banking system also was with the lowest level of ROA
(1,6%), after the “Electricity, gas, steam and air conditioning supply” sector with ROA of 1%.

ROA in 2018 ROA in 2019

ARTS, ENTERTAINMENT AND RECREATION I 13,2% ARTS, ENTERTAINMENT AND RECREATION 12,1%

OTHER SERVICE ACTIVITIES

INFORMATION AND COMMUNICATION
PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES
HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

MINING AND QUARRYING

'WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES

AGRICULTURE, FORESTRY AND FISHING

MANUFACTURING

WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES.

Total (all economic sectors, excluding sectors K, 0, T and U)
EDUCATION
ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

CONSTRUCTION

TRANSPORTATION AND STORAGE [N 3 5% ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [N 2 9%
REAL ESTATE ACTIVITIES [N 2,5% MINING AND QUARRYING [N 2,3%
ACCOMMODATION AND FOOD SERVICE ACTIVITIES N 2 3% ACCOMMODATION AND FOOD SERVICE ACTIVITIES 1,7%
Credit institutions I 1,6% Credit Institutions NN 1,5%
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [l 1,0% REAL ESTATEACTIVITIES [ 1,3%
0% 2% 4% 6% 8% 10% 12% 14% 0% 2% 4% 6% 8% 10% 12% 14%

I 8, 5%
I 8,0%
I 7,7%
I 7,1%
I 6,5%
I 6 2%
—— )%
— 5 3%
——— 5%
I 4,8%
— 7%
—— 1%
—— 4,0%

Source: NSI, BNB, own calculations

INFORMATION AND COMMUNICATION

——— 10,1%

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES I 9,9%

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES I 9,2%

OTHER SERVICE ACTIVITIES

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND
MOTORCYCLES.

MANUFACTURING

AGRICULTURE, FORESTRY AND FISHING

WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES

Total (all economic sectors, excluding sectors K, 0, Tand U)
EDUCATION

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES
CONSTRUCTION

TRANSPORTATION AND STORAGE
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Return on equity (ROE)

In 2019 the average return on equity (ROE) for the banking system dropped to 11,6% from
12,1% in 2018. In 2020 ROE decreased even to 5,3%.

In comparison with the covered economic sectors, in 2019 ROE of the banks was nearly the
same as the average level for the sectors, covered in the analysis.

The sectors in which the need of having a big amount of capital is not significant had a high
level of ROE. For example, in 2019 the highest return on equity had the “Information and
communication” sector — 21,9%, compared to 15,7% a year earlier. The amount of the equity
in this sector was BGN 7,24 billion.

The sectors ,Manufacturing“ (BGN 35,9 billion), ,WWholesale and retail trade” (BGN 31,8 billion)
and ,Real estate activities“ (BGN 18,4 billion) had the highest equity. At the end of 2019, banks
had equity at the amount of BGN 14,4 billion.

The level of ROE of the “Manufacturing” sector, which had approximately 2,5 more equity than
the banking sector, was 10,5% in 2019. The level of ROE of the ,Wholesale and retail trade”
sector, which had nearly 2 times more equity than that of the banking system, was 14,6%.

In 2019 the sectors with the lowest ROE were ,Real estate activities® (3,2%) and
»<Accommodation and food service activities” (3,6%).

ROE in 2018 ROE in 2019

INFORMATION AND COMMUNICATION I 21,9%
ARTS, ENTERTAINMENT AND RECREATION I 21,7%

OTHER SERVICE ACTIVITIES I, 24,3%
ARTS, ENTERTAINMENT AND RECREATION I, 23,8%

PROFESSIONAL, SUENTIFIC AND TECHNICAL ACTIVITIES
INFORMATION AND COMMUNICATION

HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES
'WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES

CONSTRUCTION

Credit Institutions

AGRICULTURE, FORESTRY AND FISHING

MINING AND QUARRYING

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

Total (all economic sectors, excluding sectors K, 0, Tand U)
EDUCATION

MANUFACTURING

TRANSPORTATION AND STORAGE

REAL ESTATE ACTIVITIES

I 17,5%
I 15,7%
I 14,5%
I 14,1%
S 14,0%
—— 13,0%
I 1,1%
I 11,8%
S 11,5%
I 11,1%
I 10,8%
S 10,7%
I—— 10,4%
—— 7,5%

——— G5

PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES
OTHER SERVICE ACTIVITIES
HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

CONSTRUCTION

WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
'VEHICLES AND MOTORCYCLES
'WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES
EDUCATION

credit Institutions

Total (all economic sectors, excluding sectors K, 0, Tand U)
MANUFACTURING

AGRICULTURE, FORESTRY AND FISHING

TRANSPORTATION AND STORAGE

ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY

MINING AND QUARRYING

S 21,5%

I ——— 20,2%

. 18,4%

— 16,2%

I 14.6%
—— 13,9%
——— 13,2%

I 11,9%
I 11,6%
I—— 11,5%
I——— 10,5%
I 10,2%
I 3,2%
I ©,6%

I 5,7%

col T 9
ACCOMMODATION AND FOOD SERVICE ACTIVITIES [N 4,7% ACCOMMODATION AND FOOD SERVICE ACTIVITIES I 3,6%
9
ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY [ 2,3% REAL ESTATEACTIVITIES NN 3,2%
0% 5% 10% 15% 20% 25%

0% 5% 10% 15% 20%

Source: NSI, BNB, own calculations
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Appendix — description of the economic sectors

This appendix provides a short description of the economic sectors, according to KID-2008,
with the main purpose to give a better understanding about the activities, included in the
respective economic sector.*

A — AGRICULTURE, FORESTRY AND FISHING

This section includes the exploitation of vegetal and animal natural resources. It comprises the
activities of growing of crops, raising and breeding of animals, harvesting of timber and other
plants, animals or animal products from a farm or from the nature (their natural habitats),
hunting, fishing.

B — MINING AND QUARRYING

This sector includes the extraction of minerals occurring naturally as solids (coal and ores),
liquids (petroleum) or gases (natural gas). Extraction can be achieved by different methods
such as underground or surface mining, well operation, seabed mining etc. This section
includes supplementary activities aimed at preparing the crude materials for marketing.

C — MANUFACTURING

In general, this sector includes the physical or chemical transformation of materials,
substances, or components into new products. It includes the manufacturing of: food,
beverages, tobacco, paper, textiles, clothing, chemicals, basic metals, metal products,
machinery and equipment, printing, medicines, computer and communication equipment,
electronic and optical products, automobiles, other vehicles, furniture and etc.

D — ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY
This sector includes manufacturing and supply of electricity, gas, steam and air conditioning.

E - WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND REMEDIATION
ACTIVITIES

This sector includes activities, related to the management (including collection, treatment and
disposal) of various forms of waste, such as solid or non-solid industrial or household waste,
as well as contaminated sites. Water supply activities are also included in this sector, along
with wastewater management.

F — CONSTRUCTION

This sector incudes general construction and specialised construction activities for buildings
(for example, entire dwellings, office buildings, stores and other public and utility buildings, etc.)
and civil engineering works. (for example, motorways, streets, bridges, tunnels, railways,
airfields, harbours, pipelines and electric lines, sports facilities, etc.).

4 The full list of all codes could be seen in more details at https://nacev2.com/en
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G - WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND
MOTORCYCLES

In general, this sector includes wholesale and retail sale of any type of goods in stores, public
markets and etc. It includes the sale of food, machinery and equipment, motor vehicles and
motorcycles, their technical assistance and repair, computer and communication equipment
and etc.

H - TRANSPORTATION AND STORAGE

This section includes the provision of passenger or freight transport by rail, pipeline, road, water
or air and associated activities such as terminal and parking facilities, cargo handling, storage
etc. Included in this section is the rental of transport equipment.

| = ACCOMMODATION AND FOOD SERVICE ACTIVITIES

This section includes the provision of short-stay accommodation for visitors and other travellers
and the provision of complete meals and drinks fit for immediate consumption. Food delivery
and beverage serving activities of are also included.

J — INFORMATION AND COMMUNICATION

This section includes the production and distribution of information and cultural products, the
provision of the means to transmit or distribute these products, as well as data or
communications, information technology activities and the processing of data and other
information service activities. The main components of this section are publishing activities,
including software publishing, motion picture and sound recording activities, radio and TV
broadcasting and programming activities, telecommunications activities, information
technology activities and other information service activities.

L — REAL ESTATE ACTIVITIES

This category includes activities related to the buying, selling, renting and operating of own real
estate.

M — PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES

This sector includes accounting, auditing, legal services, consulting, architectural, engineering
and technical activities, research and development, advertising, veterinary activities and others.

N — ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

This sector includes a variety of activities that support general business operations. These
include, for example, rental and leasing activities, employment activities, travel agency and tour
operator activities, security activities, event management and etc.
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P — EDUCATION
This section includes education, educational activities and educational support activities.

Q — HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

This sector includes the provision of health and social work activities; health care provided by
trained medical professionals in hospitals and other facilities, over residential care activities;
medical, health care and social work activities.

R — ARTS, ENTERTAINMENT AND RECREATION

This section includes a wide range of activities to meet varied cultural, entertainment and
recreational interests of the general public, including live performances, operation of museum
sites, gambling, sports and recreation activities.

S - OTHER SERVICE ACTIVITIES

This section includes the activities of non-profit organisations, the repair of computers and
personal and household goods and a variety of personal service activities not covered
elsewhere in the classification.
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Disclaimer

This document is for information purposes only. It is prepared by Banking Policy and Analyses
Division of the Association of Banks in Bulgaria, using materials and data, published by the
National Statistical Institute (NSI), Eurostat, the Bulgarian National Bank (BNB), the Ministry of
Finance (MF), as well as on the basis of information from the publication of “Manager”
magazine: “The first in business” (Issue 6, January 2021). Pictures’ source — pixabay.com.

The information in this publication is general in nature. It cannot be perceived as a
recommendation for buying or selling financial instruments or securities and it is not a proposal
or prospectus within the meaning of the Law on Public Offering of Securities, the Law on
Markets in Financial Instruments or other related regulatory acts, including foreign ones.

Neither the Association of Banks in Bulgaria, nor its members cannot be held responsible for
the accuracy or completeness of this information.

All historical rates, statistical data and graphs are updated until March 31, 2021, unless
otherwise stated.

The views provided are those prevailing as of March 31, 2021.

www.abanksb.bg
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